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Monthly Statisties e NEW YORK STOCK EXCHANGE 





1947 1946 





MONTH END DATA : 
June May April June 
ee 1,829 1,814 1,794 1,686 
ee a eS er 1,352 . 1,354 1,349 1,298 
Par Value of Bonds Listed. . . . . . . . « (Mil. $) 137,058 137,019 137,219 136,648 
Bond Issues Listed ......--+.-s - QNo) 914 914 922 955 
Total Stock and/or Bond Issuers. . . . . . . (€No.) 1,203 1,198 1,198 1,190 
Market Value of Listed Shares . . . . . . ~. (Mil. $) 66,548 63,646 64,520 80,929 
Market Value of Listed Bonds . . . . . . ~. (Mil. $) 140,148 140,426 140,833 142,406 
Market Value of All Listed Securities . . . . (Mil. $) 206,696 204,072 205,353 223,335 
Flat Average Price—All Share Issues A . . . . (S$) 49.01 47.90 49.24 62.79 
Shares: Market Value — Shares Listed A. . . . (S$) 36.38 35.08 35.95 47.99 
Bonds: Market Value— Par Value A... . (S$) 102.25 102.49 102.63 104.21 
Stock Price Index (12/31/24=— 100) AB. . . . (%) 77.3 74.4 75.7 99.1 
Member Borrowings on U. S. Gov't Issues . . . (Mil. $) 206 130 81 342 
Member Borrowings on Other Collateral. . . . (Mil. $) 210 180 196 390 

Per Cent of Market Value of Listed Shares . . (%) 0.32 0.28 0.30 0.48 
Member Borrowings—Total . . . . . . . + (Mil. $) 416 310 278 732 
N.Y.S.E. Members’ Branch Offices . . . . . - (No) 908 905 903 881 
Total Non-Member Correspondent Offices . . . (No.) 2.612 2,602 2,611 2,549 
Customers’ Net Debit Balances CD. . . . . . (Mil. $) 530 553 815 

Credit Extended on U. S. Gov’t Obligations . . (Mil. $) 63 62 140 
Customers’ Free Credit Balances CD . . . . . (Mil. S$) 652 665 657 





DATA FOR FULL MONTH 


Reported Share Volume. . . .- . - - +s > (Thou.) 17,483 20.616 20,620 21,717 
Ratio to Listed Shares . . ...-- +--+ (&) 0.96 1.14 1.15 1.30 
Daily Average (Incl. Saturdays). . . . . . (Thou) Note G 825 825 Note G 
Daily Average (Excl. Saturdays). . . . . . (Thou) 833 901 892 1,086 

Total Share Volume (Incl. Odd Lots) F . . . . (Thou.) 26,864 29,003R 31,969 

Money Value of Total Share Sales F . . . . . (Thou. $) 736,153 817,285R 1,147,457 

Reported Bond Volume (Par Value) . . . .- - (Thou. $) 70,077 82,526 81,601 84,033 
Ratio to Par Value of Listed Bonds. . . . . (%) 051 .060 .060 .061 
Daily Average (Incl. Saturdays). . . . . . (Thou.$ Note G 3,301 3,264 Note G 
Daily Average (Excl. Saturdays). . . . . . (Thou. 3,337 3,661 3,591 4,202 

Total Bond Volume (Par Value) F. . . . . . (Thou. 90,458 89,024R 91,898 

Money Value of Total Bond Sales F . . . . . (Thou, 63,880 64,432R 73,706 

N.Y.S.E. Memberships Transferred. . . . . . (No.) 5 3 4 
Awerage Price . . 2 2 we we use es e @& 56,000 65,000 88,000 

‘ 6/17/47 5/15/47 7/15/46 

















Shares in Short Interest F. . . . . . . . + (Thou) 1,314 
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OLDERS of approximately 82 per 

cent of the common stock issues 
listed on the New York Stock Exchange 
received dividends in the first half of this 
year, and of the 773 issues which made 
distributions slightly more than 57 per 
cent paid more than in the same period 
of 1946. 

This record, presented in detail by in- 
dustrial groups in the statistical table on 
the next page. offers a practical commen- 
tary on the rather widespread apprehen- 
sions during the period about the state 
of business. The returns made to stock- 


holders indicated that business was good, 
a situation previously traceable in the 
flow of corporate reports by anyone who 
examined them. 

The foregoing percentages offer, per- 
haps, a more comprehensive picture of 
the industrial economy than is sketched 
by the changes of a year in the tabula- 
tion’s last column. Certain groups of cor- 
porations, it will be noted, scored large 
increases in dividend payments, per- 
centage-wise, but it will be recalled that 
important production fields were held in 
restraint in the first half of 1946 by 
strikes. In those six months, too, short- 
ages of raw material for one reason or 
another, plus a parallel stringency in the 


Dividends 


Gain Over 1946 Level 
As Business Rate Holds Firm 


volume of many kinds of goods for sale, 
held earnings down and promoted cau- 
tion among directors. 

Another evidence of thriving business, 
of a negative sort, is contained in the 
fact that only 66 issues eliminated divi- 
dends or deferred them or reduced 
their payments. 

Strikes were numerous during the six 


months ended with June 30 this year, 
but, in general, production at mill and 


factory was well maintained. Further- 
more, reports from industrial quarters 
indicated that output per 


worker im- 


EWING GALLOWAY, STAND. OIL (N. J.) & WIDE WORLD PHOTOS 
Bolstered by export trade, industrial operations generally held at a high level throughout the first half of 1947 


proved. The period rated as the first 
stretch of post-war events in which the 
confusions incident to a readjustment to 
peace were, to an important degree, suc- 
ceeded by normal business progress. A 
significant portent for the remainder of 
the year recently appeared in statistics 
showing that employment at mid-year 
showed more signs of rising than of de- 
clining, a prospect conditioned by un- 
certainties about exports later in 1947, 
Most of the larger group dividend in- 
creases occurred among companies prin- 
cipally engaged in supplying the domes- 
tic market. Building construction and 
supply concerns could be mentioned; 
among others were leather and shoe man- 


| 
| 
| 


| 
| 


ufacturers, paper and publishing, petro- 
leum, rubber and the amusement com- 
panies. The sharp decline in returns to 
stockholders of aviation transport and 
manufacturing companies resulted, in the 
main, from increased operating costs -in 
the one case, and of a paucity of new air- 
plane sales in the other. The railroads ex- 
perienced an adverse effect of high costs 
which, despite the increased freight rates 
from January 1, acted to lower the total 
of dividend distributions by 11.8 per 
cent. Still, the company record, net, was 
maintained in fair balance with the re- 
sults of the first half of 1946, as six paid 
more on their common stocks and the 
same number paid less, 





Stockholders of the mining company 
group benefited from peace influences, as 
a glance at the statistics shows graphic- 
ally. Of the 25 common stocks which paid 
dividends, no less than 19 disbursed 
more than the year before. Dividends of 
the major copper, lead, zinc and iron 
concerns were well maintained during the 
war years; in fact, they were reasonably 
steady during the near-by pre-war years, 
too, and during the first half of this year 
they made further progress. Although 
questions have been raised in the trades 
whether copper prices would long re- 
main around the 21-22 cent per pound 
level, the first half demand acted to keep 
prices stable, and the fabricating com- 
panies have been working straight along 
at a high rate. 

Three more companies of the automo- 
tive group paid dividends than a year 
before and 24 increased their disburse- 
ments on common stocks, while seven 
paid less. Companies in this category 
stand among the relatively few which 








can count upon a capacity demand for 
some time to come. Factory operations 
during the first six months were little 
troubled by labor disputes, compared 
with the turmoil of the preceding year, 
yet at no time did the industry reach the 
output of cars and trucks of earlier ac- 
tive years. The dividend increase of 23.3 
per cent was less impressive than some 
other basic goods’ groups scored, sug- 
gesting that high costs and the still un- 
even flow of parts and accessories laid a 
restraining hand on profit margins. 


Oil Companies Lift Dividends 

The productive status of petroleum 
companies, in respect to dividends, was 
again emphasized as it has been each 
quarter and half year since 1940. Nearly 
66 per cent of the corporations paying 
dividends distributed more money than 
in 1946, The retail merchandising group 
made even a larger showing than petro- 
leum, close to 77 per cent of the stocks 
paying dividends making larger dis- 


tributions. In addition, of the large cate- 
gory of 70 listed stocks, 65 were dividend 
payers. — 

Doubt was expressed by many ob- 
servers of retail merchandising early in 
the year whether the previous record of 
large sales could be maintained because 
of buyers’ resistance to price schedules. 
More recent comment has indicated that 
sales held at a high level because price 
resistance was partly overcome by an im- 
provement in the quality of goods offered, 
Presumably, sizable profit margins aided 
in encouraging directors to enlarge divi- 
dend payments in many instances, evi- 
denced by the fact that 50 of the 65 divi- 
dend paying stocks paid more than in 
1946. 

The machinery and metal category of 
stocks came well into the foreground 
during the half-year after a lagging ten- 
dency. This group had been viewed with 
considerable concern by market commen- 
tators after the end of the war because 


(Continued on page 9) 





No. of 

Issues 

Listed 

Industry (6-30-47) 
Amusement . 6 & eee 20 
Automotive. . ...... 65 
a a a 24 
Building . 6 ie ee Sg 25 
Business & Office Equipment . 10 
OS ee oe ee ee 74 
Electrical Equipment . . . . 18 
Farm Machinery. . . .. . 6 
Pmeneiel 2. sw kt tt 28 
Food a a a ee ee ee ee 64 
Garment Manufacturers . . . 6 
Land, Realty, ete. ‘4 6 
Leather & Shoe Manufacturers . 11 
Machinery & Metal Products . 92 
 & Gk we ee HS 35 
Paper & Publishing. . . . . 31 
Pewenemm 6 2 te te 40 
SS eee ee ee eee 7 
Retail Merchandising . . . . 70 
OO ee ee 10 
Shipbuilding . . ..... 5 
Ship Operating . ..... 6 
Steel, Iron & Coke . . . . 39 
oe 2 «+ + & & wom % 33 
Tobacco me oe ee 18 
Transportation Services. . . . 4 
a ae 67 
U. S. Cos. Operating Abroad . 24 
Foreign Companies. ... . 16 
Other Companies ..... 20 
Total 945 





*Payments were reduced on 43 issues and eliminated or deferred on 23 issues. 


DIVIDENDS ON COMMON STOCKS LISTED ON THE N. Y. STOCK EXCHANGE — FIRST 6 MONTHS, 1947 


Number Paying Number Number Number poe of 

Cash Dividends Paying Paying Paying Dividend Payments in Per 

In First 6 Months _ Increased Same Reduced First Six Months Cent 

1946 1947 Dividends Dividends Dividends 1946 1947 Change 
17 17 12 5 0 $ 20,700,000 $ 29,477,000 + 42.4% 
46 49 24 22 7 86,726,000 106,953,000 + 23.3 
12 6 0 4 8 11,153,000 5,306,000 — 52.4 
20 21 15 6 0 9,278,000 13,240,000 + 42.7 
10 9 7 2 1 9,581,000 11,459,000 + 19.6 
70 71 46 17 9 127,142,000 167,582,000 + 31.8 
16 7 9 8 0 35,206,000 36,629,000 + 4.0 
3 4 2 1 1 9,491,000 12,224,000 + 28.8 
22 23 9 12 2 34,138,000 33,373,000 — 2.2 
55 59 32 25 2 68,852,000 88,063,000 + 27.9 
5 5 4 1 1 1,357,000 1,693,000 + 24.8 
0 4 4 0 0 1,880,000 pe bere 
7 9 9 0 0 5,683,000 8,262,000 + 45.4 
7 7 37 37 7 37,645,000 47,267,000 + 25.6 
25 25 19 5 3 37,928,000 44,690,000 + 17.8 
25 26 23 3 0 11,585,000 22,655,000 + 95.6 
33 35 23 10 3 133,660,000 181,249,000 + 35.6 
47 48 6 39 6 106,353,000 93,763,000 — 118 
63 65 50 12 $ 74,912,000 108,692,000 + 45.1 
10 10 7 2 1 10,373,000 18,404,000 + 77.4 
5 5 0 3 2 2,750,000 2,131,000 — 22.5 
5 5 3 2 0 2,727,000 4,514,000 + 65.5 
25 31 21 10 0 46,251,000 57,439,000 + 24.2 
28 31 23 8 0 14,210,000 28,780,000 +102.5 
16 17 5 11 1 25,912,000 28,231,000 + 8.9 
2 3 2 1 0 256,000 839,000 +227.7 
50 54 26 25 4 174,911,000 191,543,000 + 9.5 
11 13 5 5 3 17,450,000 24,222,000 + 38.8 
12 14 8 5 1 33,382,000 37,411,000 + 12.1 
19 19 10 8 1 8,317,000 11,622,000 + 39.7 

737 773 441 289 66 $ 1,419,593,000 + 22.6% 


* —$1,157,929,000 
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By M. S. 


kK EN for a year which has seen para- 
doxes become almost commonplace 
in the relationship between high rates of 
earnings for a variety of corporations and 
low prices for their stocks, the textile 
industry offers an extraordinary illustra- 
tion of price-earnings divorce. 

This picture develops when representa- 
tive textile company statistics are com- 
bined with “photo montage” effects: 


Earnings . . . running at the highest 


levels for many decades; 
Financial corporate strength . . . very 


measurably improved during the last 
few years; 


EWING GALLOWAY 
McCormick Deering cotton picker 


Internal organization far more 
economic and stable than was the situa- 
tion not long ago; 

Prices of textile company stocks . . . 
at such low valuations as, seemingly, 
to reflect starvation earnings instead 
of impressive earnings. 


As this article is intended merely to 


THOMAS 


present some significant facts about the 
textile field and some of its components, 
by way of example, deductions therefrom 
are left to stock market analysts. In or- 
der to cover a wide area, certain of the 
companies discussed are outside of the 
New York Stock Exchange list. The com- 
panies are manufacturers of cotton goods, 
and, in some cases, of rayon fabrics. 
Assuming that the years 1936, 1937 and 
1939 were fairly typical of average opet- 
ations in the immediate pre-war years, 
and that under the conditions then pre- 
vailing, the valuations placed on the 
stocks were fair and reasonable, it is 
illuminating to compare present statistics 
with those of the earlier period— 

Average 

936-37-39 1947 

Price- 


s. Approx. Earns. Recent 
Yield Ratio Yield 


(6)2.8% 2.9 12.1% 
8.9 5 s 


9 


(1)Berkshire F. S. Asso. 
(2) Burlington ee y 
Cannon Mills . . . . 13.6 6.0 
Dan River Mills . . 9.3 nil 
Pacific Mills ... . 10. 4.3 
(3) Pepperell ae ee 7.0 
(4)Unit. Mer. & Mfrs. (7)4.8 
(5)West Point Mfg. .. 5 9.2 


StroHronms $ 
ao 
REE 9% 
WONMWANAMWN 


UDmw 
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Fiscal years end (1)‘and (2) Sept. 30; (3) and (4) 
June 30; (5) August 31. Yields (6) and (7) based on 
1937 only. 

Wherever price-earnings ratios and 
yields were not available for all three 
years 1936-37-39, representative figures 
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were taken. The 1947 price-earnings ra- 
tios are based on 1946 earnings for com- 
panies with fiscal years ending Decem- 
ber 31, and on estimated 1947 earnings 
for companies with years ending on other 
than December 31. The 1947 yields are 
based on indicated dividend rates so far 
this year. 

That the textile industry is currently 
riding a boom is evident from statistics 
of output: 


PRODUCTION OF COTTON TEXTILES 
(Millions of Square Yards) 
Year Sq. Yds. 
i a 
i | re 
ht 
3 
Ss oe 446 1945....... 
Bain 9,602 Siesta sto: 6: 


As will be seen, peace-time production 


Year 


Sq. Yds. 
ead 11,328 


eee eee 


‘in 1946 was not much changed from pro- 


duction during the war years, when cot- 
ton went to war in a big way. It will be 
also noted that there is a long-term growth 
in the consumption of cotton cloth, the 
output in 1937 being substantially higher, 
for example, than that of 1929, although 


High tenacity rayon 
yarn is twisted into 
plies for auto tires 
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the nation’s general industrial production 
was at virtually the same level in the two 
years. Chaotic conditions within the in- 
dustry, however, have prevented profits 
from being high under average condi- 
tions. As the following table shows, profit 
margins have shown a sharp gain in re- 
cent years: 


* Average * Average 
Per Cent Per Cent 
Profit Profit 
Company 1936-37-39 194¢ 
Berkshire Fine Spin. Asso. 5.3 26.9 
Burlington Mills 5.9 16.9 
Cannon Mills . . 10.9 28.5 
Dan River Mills, Inc. 5.1 20.7 
Pacific Mills 1.8 24.1 
Pepperell oe ae iL] 
United Merchants & Mfrs. 3.2 13.3 
West Point Mfg. cw 16.4 
~* Before taxes. 


These and other companies have been 
the beneficiaries in volume of production 
and profits of the intensive demand from 
domestic and foreign sources for all types 
of textile products, and they also have 
been aided by some internal improve- 
ment, particularly integrations of manu- 
facturing divisions. It is not likely that pres- 
ent high profit margins will continue in- 
definitely. On the other hand, there seems 
to be a good chance that the high demand 
probable over coming prosperous general 
business years, combined with present 


organizational improvements and only . 


moderate excess producing capacity, will 
result in much better than pre-war margins. 


Demand Continues Strong 


Some of the fundamentals for the tex- 
tile manufacturing industry are very 
strong, but others leave doubts. Among 
the strong factors is the long-term demand 
for cotton textiles which, in spite of com- 
petition from plastics and paper, is a 
growing one, and among the weaker 
points is that there may recur when the 
present boom is past the traditional non- 
cooperative standards of the industry, 
which have bred severe and unnecessary 
competition. 

The greatest influence on demand for 
cotton textile fabrics is the level of na- 
tional prosperity. A chart of disposable 
national income (national income after 
deducting personal income taxes) versus 
cotton goods production, shows a good 
degree of correlation for the last twenty 
years, with the exception of the war years, 
when income outstripped cotton goods 
production by a considerable amount. 
This is a natural swing, since people and 
industries will consume cotton in propor- 
tion to their own incomes, 

For the twenty years to 1939 there was 
a fairly consistent allocation of cotton 
goods to various consumer groups, as 
shown in the next column, 


CONSUMPTION OF COTTON 
BY Mayor CLAsses 


Per Cent 
ON COT ee 38 
ee ee 37 
Household ...... aden autaae 25 


In the clothing group, about 60 per cent 
of output enters into male apparel and 
22 per cent into female clothing, and 4 
per cent into children’s apparel. In the 
industrial field there is a very large num- 
ber of uses, with automobiles, bags, cords 
and twines occupving the leading posi- 
In household uses three items, 
sheets, towels and blankets, account for 
half of the cotton: other uses, such as 
draperies and upholstery fabrics, rugs, 
carpets and curtains consume another 25 
per cent. 


tions. 


It is needless to go into any proof of 
the basic desirability of the broad clas- 
sifications of textile products, whether 
constructed of cotton or rayon. The tex- 
tile manufacturers considered herein were 
once entirely cotton workers, but are 
adapting operations to produce rayon fab- 
rics, as demand for the latter rises in 
fields. Population growth and 
rising standards of living are developing 
a constantly widening market for textile 
products. 

In the meantime, the cotton textile in- 
dustry has not grown, the number of ac- 
tive spindles (a measure of the basic ca- 
pacity of the industry) amounting to only 
22.0 million in 1945, as against 36.3 mil- 
lion in 1923, the peak period. As a matter 
of fact, present installations are lower 
than 30 years ago, when there were 25.3 
million active spindles, 

Textile manufacturing is an industry 
which is enjoying a long-term growth in 
demand for its products but whose ca- 
pacity has shrunk markedly over the last 
two decades, an unusual divergence. 
There is little question that there was 
over-building of the industry following 
World War I. But excess producing ca- 
pacity seems to have been pretty well 
taken out, and unless the productive ca- 
pacity is sharply increased over the next 
few years, which does not now appear to 
be a strong probability, the worst troubles 
resulting from excessive capacity some 
years ago mnay not recur until demand 
shrinks heavily under the effects of a na- 
tional business depression. 

The cotton textile manufacturing indus- 
try in the past has been characterized by 
a rather loose organization, with only 
minor controls from the beginning to the 
end of the manufacturing process. There 
were a great many small producers of 
grey goods, the first manufacturing proc- 


various 





ess in cloth, who very often had little or 
no knowledge of the economic conditions 
of the industry and who accordingly were 
apt to over-produce or to engage in other 
uneconomic practices, at times. In the 
next step of the manufacturing process, 
the converting and finishing division, 
there were a great many operators who 
operated on a shoestring, and whose mar- 
ginal activities could upset price condi- 
tions in short order. In the final strata 
of the industry, selling and distributing, 
there was often no attempt to operate 
from the viewpoint of an industry-wide 
concept and long-term welfare, but more 
on the basis of each man for himself and 
the devil take the hindmost. Thus, textile 
manufacturing was a sprawling industry 
with plenty of internal difficulties, and no 
strong hands to bring cooperation, 


Integration Hastened by War 


The war has changed internal condi- 
tions to a substantial degree. For instance, 
the necessity to control sources of supply 
brought about a wide-scale integration, 
under which the major companies ac- 
quired all of the factors which were miss- 
ing in their organization to carry on a 
complete process from raw material to 
final distribution to the consumer, As a 
consequence, profit margins showed ex- 
cellent improvement, since the integrated 
companies could obtain many of the prof- 
its of divisions of the industry which 
formerly operated independently. Part of 
the pressure for this development was oc- 
casioned by OPA pricing methods. 

Some old-timers in the industry, who 
have been through various cycles of de- 
pression and prosperity, are not con- 
vinced that the present prosperous con- 
ditions can long exist. There are certain 
factors in the economics of the industry 
which might make expedient the breaking 
up of the present integrations and a re- 
turn to the former smaller subdivisions. 
On the other hand, there are leaders in 
the new fully-integrated companies who 
are of the opinion that the benefits of 
integration can be made to last, and who 
apparently will try hard to continue the 
new operating methods. A little states- 
manship, or the influence of a few strong 
controls in the industry, could turn the 
textile manufacturing industry into one 
which could be profitable to investors. It 
is too early as yet to say whether the old 
sharply competitive practices of the in- 
dustry will return, or whether the vision 
and organizational methods of compara 
tive newcomers will turn the textile man- 
ufacturing industry into a sound industry 
for long-term investment. 
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“Price-Earnings 


Ratios”—— 


. 


AN OFT-USED INVESTMENT YARDSTICK 


IS APPLIED TO 


mg what a particular stock is worth, 
in terms of recently demonstrated 
earning power, always has been subject 
to a wide variety oi interpretation. Yet 
investors are being called upon to run 
an even wider gamut than usual in their 
appraisals of securities as they seek to 
keep up with the hectic post-war business 
world, When one- finds some stocks sell- 
ing at prices equivalent to four times their 
1946 earnings, while others are quoted at 
20 times the net income figure of that 
year, it is plain that industry’s future is 
being appraised from sharply differing 
viewpoints, 

From the statistical table on this page, 
it will be seen that Allied Stores recently 
was selling at a ratio of market price to 
1946 earnings of 4.1, and Lee Rubber 
at a ratio of 4.8; at the other end of the 
range, the price-earnings ratio of Cater- 
pillar Tractor was 17.9, and for L. A. 


Young Spring & Wire it was 26.1. 


Only a cursory examination of the earn- 
ings figures is needed to explain some of 
the difference. Allied Stores in the latest 
quarterly period reported earnings at 
lower than the 1946 rate. Both Caterpillar 
Tractor and Young Spring & Wire have 
improved their income position since that 
But no investment yardstick or 
other theory works out so neatly and log- 
ically in all cases—or else profitable in- 
vestment would be a much simpler matter 
than it is. Lee Rubber & Tire, another 
of the stocks currently exhibiting a low 
price-earnings ratio, nevertheless earned 
at a higher rate in the latest six-months’ 
period than in the preceding year. Two 
instances -can be found—Royal Type- 
writer and A, O. Smith—where operations 
were so disrupted by reconversion diff- 
culties that any computation made on the 
basis of 1946 results would be mean- 
ingless, 

Delay in getting a new plant into pro- 
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duction held A. O. Smith back last year. 
The company had hoped to have its new 
Kankakee, Ill., factory with a capacity 
for manufacturing more than 1,000 hot 
water heaters a day in operation by spring 
of 1946. But difficulty in procuring build- 
ing materials, plus late delivery of equip- 
ment and machinery, postponed full-scale 
operations until around the turn of the 
year. The results when the new plant be- 
gan functioning are apparent in the ex- 
panded earnings of $3.39 a share for the 
nine-month period ended April 30. 


Faced Reconversion Difficulties 


Royal Typewriter had been engaged in 
the manufacture of war material far re- 
moved from its normal line of products, 
which considerably heightened the task 




































(d) Deficit. 


of reconversion. But once these difficul- 
ties were resolved the company found 
strong impetus for earnings. From a net 
of $590,347 for the fiscal year closed July 
31, 1946, earnings expanded to $2,621,947 
in the nine months ended last April 30. 

This is the kind of ever-changing pano- 
rama which the industrial, rail and util- 
ity companies listed on the New York 
Stock Exchange present. Some concerns 
appear to have experienced their peak 
earnings, after taxes, for the present in- 
flationary period in 1946, or possibly 
even as early as 1945. Others have come 
into a strong earnings trend only within 
the last half year. 

Any thought that there is a “norm” 
for earnings is quickly dispelled by study 


(Continued on page 8) 








Price-Earnings Ratios of a Sample Group of 20 Common 
Stocks Listed on the New York Stock Exchange 


Fiscal 1946 Price- 
Recent Earnings Earnings 
Price Per share Ratio Recent Earnings 
Miied Stores Corps ..o.62.05s010 351%4 $8.52 4.1 3 Mos. Apr. 30 $1.39 
a 281% 4.86 5.9 6 Mos. Apr.30 = 3.38 
Canadian Breweries, Ltd. ....... 21% 2.35 9.3 6 Mos. Apr. 30 = 1.35 
Caterpillar Tractor Co. ......... 58%4 325 17.9 5 Mos. May 31 1.85 
COE Fee ER, ckensiesidasasane 1.46 17.8 6 Mos. Apr.30 = 2.11 
Distillers Corp.—Seagrams Ltd... 144% 2.72 5.3 9 Mos. Apr.30 4.78 
Dresser Industries Inc. .......... 0.74 24.3 6 Mos. Apr.30 =1.49 
Florsheim Shoe Co. (“A”) ..... 1.83 10.9 6 Mos. Apr.30 = 2.13 
EN ME, ae sncislerc.svesstra's on 3 aoe 40%4 5.93 6.8 6 Mos. Apr.30 4.33 
BO SEO FOOD eicdbesSecdcan % 0.55 13.0 6 Mos. Apr. 30 = 0.67 
Lee Rubber & Tire Corp. ...... 4236 8.91 48 6 Mos..Apr.30 5.76 
Mam GO aco cccisssinsicnn 524% 3.67 14.3. .9Mos.May31 5.07 
Montgomery Ward & Co. ....... 6.29 9.1 3 Mos. Apr.30 1.71 
F. BE. Myers & Bro. Co. ......... 3.58 14.5 6 Mos. Apr.30 3.34 
Royal Typewriter Co. .......... 21% 0.30 —— 9 Mos. Apr.30 = 2.26 
i. AR SEIN, 6.0.0 sce cisice sci 4614 1.10 = 9 Mos. Apr.30 3.39 
United Electric Coal Cos. ...... 1.03 12.6 9 Mos. Apr.30 = 1.28 
a DY ree 614 122(d) — 6 Mos. Apr.30 = 1.32 
West Virginia Pulp & Paper Co.. 40% 4.93 8.2 6 Mos. Apr.30 = 5.38 
L. A. Young Spring & Wire Corp. 17% 0.67 26.1 9 Mos. Apr.30 = 1.66 


















By CHARLES R. SANDERSON 


URING a fairly long experience in 

investing, my observations of invest- 
ment procedures have led to the conclu- 
sion that research too often becomes too 
much concerned with the current earnings 
and assets of corporations, the earnings 
of a few past years, and with estimates 
of earnings in early prospect, Such sta- 
tistics, and an effort to examine the out- 
look for a corporation, are certainly im- 
portant; however, it seems to me that 
they can overshadow significant elements 
which rank ahead of them. 

The elements principally in mind com- 
prise (1) the status of a company in its 
industry respecting its ruggedness as a 
long-time going concern, and (2) its over- 
all record of success as evidenced by 
dividend payments. 

This discussion deals solely with com- 
mon stocks. Equities have always been 
satisfactory in my investment plans, 
although some years of study were neces- 
sary to arrive at this conclusion, There 
is undoubted merit in seeking “balance” 
for funds by dividing holdings into stocks 
and bonds. Stability of principal values 
is promoted by the presence of fixed- 
income securities in a fund, After grant- 
ing the soundness of a mixed portfolio, 
I still lean toward common stocks for the 
average investor who, supported by re- 
search, aims at a reasonable income, plus 
the desire for a growth of his principal 
over a term. 

It is obvious in the foregoing that a 
great deal more than casual, hit-or-miss, 


6 


occasional investing is con- 
cerned in this writing. Rather, 
the deliberate management 
of money, a_ continuing 
process with a long range, 
comes into the foreground. 
And when emphasis is laid 
upon the longevity of corpo- 
rations under study—thor- 
oughly “seasoned” concerns 
is another way of putting it 
—avoidance will be made of 
any cynical thought that in- 
vestors, by looking far back 
into corporate history, stand 
compared with the fabled bird which 
flew backward because it did not care 
where it was going but liked to see where 
it had been. Management of money looks 
ahead as far as possible, supported by 
the strongest arm of research—past ex- 
perience. 

Past experience is illustrated by the 
accompanying statistical table dealing 
with corporations listed on the New York 
Stock Exchange, In another accompany- 
ing table is found the record in detail of 
a continuing investment in one of the 
stocks contained in the larger statistical 
summary. The figures are presented to 
illustrate the result in income receipts of 
an annual investment of approximately 
$1,000 in each stock for 20 years. Certain 
arbitrary features will be found in the 
calculations; for example. in order to 
maintain the study of each issue on a 
common price denominator, the average 
of each year’s highest and lowest prices 
for investment is employed. 


Theory Can Be Applied Widely 

Be it understood, the statistics do not 
disclose the product of an actual invest- 
ment of more than $200,000. Theory is 
based, however, upon the actual record 
of prices paid for the stocks and the 
actual dividend receipts for the term. 
What the study is intended to do is to 
provoke investment thought by the appli- 
cation of hind-sight—historical facts, in 
other words—to the amplification of the 
theme. The use of $1,000, or $11,000 per 
year, would stamp the study beyond the 
reach of average investors in position to 
invest income year after year; but this 
is an arbitrary round amount, employed 








for clarity. The principles and results 
would be similar were a smaller amount 
to be substituted. 

If you examine the statistics recounting 
the course of a single stock—Atchison, 
Topeka & Santa Fe—you will see a real. 
istic rendering of an experience within 
the range of many individuals. This would 
entail the investment of $1,000 a year, 
continued from 1927 through 1946, Santa 
Fe was selected for the exhibit as a repre- 
sentative of the upper crust of Class | 
roads that has ordinarily had a good 
operating record for very many years. 





Includes Great Depression 


You will note that the period chosen 
for the price and dividend projection of 
this and the other 10 issues began in 
the later stages of a business and stock 
market rise of large dimensions, contin- 
ued through the great depression of the 
1930s on into the war years, and through 
the first post-war year. This 20-year in- 
terval covered about everything that could 
happen to industry, transportation and 
equities; furthermore, a stretch of this 
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Detailed Averaging of $1 BYear 


of Atchison, Top@Santa 






Price 
Paid* 
1927 . $180.88 
1928 193.37 
1929 246.88 
1930 205.25 
1931 141.31 
1932 55.94 
1933 57.38 
1934 59.50 
1935 47.88 
1936 73.75 
1937 63.81 
1938 33.56 
1939 31.94 
1940 19.13 
1941 24.80 
1942 40.25 
Peres 
9445 cs we eo 
er 
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prices are divided. 
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10 
364 


*Average of the highest and lowest; a prec 
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tinuing investment. 


Epiror’s CoMMENT: At this point in read- 
ing Mr. Sanderson’s study, a familiar phe- 
nomenon was detected, although the author 
had not introduced it into his theme. 
Periodic investment of equal amounts of 
money results in “dollar averaging” as dis- 
tinct from averaging in shares. That is, the 
stipulated sum buys more shares when 
prices are on a down-slant of fluctuations 
and fewer shares on an up-slant. The mathe- 
matical result, of common knowledge, is an 
average cost during a period which is lower 
than the average af a stock’s price for the 
period. When prices improve after a de- 
cline, the lower-priced shares bought dur- 
ing the lecline act to cause the entire 
investment to appreciate in value in accel- 
erated fashion. In the example supplied by 
Santa Fe, shares bought annually from 1927 
through 1946, at a cost of $20,211 would 
at late June, 1947, prices be appraised at 
about $29,120, an appreciation of 44 per 
cent. The appreciation of the 11 stocks 
would, as of June, 1947, be about 33.4 
per cent. 


ng of $1QYear in Common Stock 
on, Top@Santa Fe R. R. 





7 D Div. Per Dividends 
: Boug i Cost Share Received + 
8 6 8085.25 $10.00 - $ 60.00 
7 5 66.87 10.00 110.00 
8 4 88750 10.00 150.00 eye 
5, 5 26.25 10.00 200.00 
1 7 49.19 10.00 270.00 
4 18 9.06.87 2.50 112.50 
38 19 17.92 0.00 00.00 
50 17 B50 2.00 162.00 
38 21 95.37 2.00 204.00 
15 14 932.50 2.00 232.00 
3] 16 B21.00 2.00 264.00 
56 30 $006.38 0.00 00.00 
4 31 F 990.00 0.00 00.00 
13 52 F 9450 1.00 245.00 : 
30 40 £92.50 2.00 570.00 a 
5 5 N65 6.00 1.860.00 ~ 
50 6s S AG 6.00 1,968.00 ae 
<0) 15 Bh750 6.00 2.058.00 
O4 1] 94.30 6.00 2,124.00 
50 W 15.00 6.00 2,184.00 
364 HR211.79 $12,773.50 
rest; a precis F instead of the usual fractions into which 
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length is not of exceptional duration for 
a consistent investor to pursue a con- 
sidered campaign. You will note, also, 
that the same stocks are bought all the 
way through the theoretical period of con- 





Résumé of $1,000-Per-Year Investment For 20 Years in Old-Line 
. . A Study In Retrospect 


Common Stocks . . 


American Chicle Co. 
American Tel. & Tel. Co. 
Atch., Top. & Santa Fe R.R. 
Borden Company 
General Electric Co. 

- General Motors Corp. . 

oe National Biscuit Co. 


4 R. J. Reynolds (B) 


ae Standard Oil Co. (Ind.) 
Be United Fruit Co. 
oe F. W. Woolworth Co. 








Per Cent 
Total Dividends of Dividends 
Investment In 20 Years To Investment 
$19,798.24 $17,690.00 89.35 
20,115.64 12,519.64* 62.24* 
20,211.79 12,773.50 63.20 
19,894.31 10,517.05 46.77 
19,651.51 8,950.35 45.52 
19,930.56 14,606.05 73.14 
19,979.84 8,801.00 44.04 
18,956.02 10,518.15 55.49 
20,060.13 8,530.24 42.52 
20,134.13 13,251.06 65.82 
20,081.84 9,391.60 46.82 
$218,814.92 $127,548.64 58.294 


*Exclusive of various rights to subscribe to convertible bonds. 


#Percentage of dividends*to total investment. 


The stocks used for illustrative pur- 
poses are, of course, hand-picked. They 
were selected before statistical research 
began, being chosen as issues with long 
histories, each a good representative of 
its industry, and the composite giving a 
wide spread over different industries. 
Some proved under the adding machine 
to have been considerably more produc- 
tive than others so far as dividends went. 
The dividend return on American Chicle, 
for example, equalled 89.4 per cent of 
the investment cost; Borden Company 
46.8 per cent; General Electric 45.5 per 
cent; General Motors 73.1 per cent and 


Standard Oil of Indiana 42.5 per cent. 
Most Yielded Dividends Regularly 


Santa Fe was the only issue whose 
dividend faltered during the period, being 
omitted in three years; but the 20-year 
return on the investment was, still, 63 
per cent, American Telephone & Tele- 
graph was the solitary stock whose divi- 
dend remained at the same rate all the 
way through, All the others saw con- 
siderable divergence in rates, partly as a 
result of enlargement of share capital 
through stock split-ups, stock dividends 
and reduction of par values, All splits, 
etc. were allowed for in the calculations. 

It may be worth pointing out again be- 
fore coming to the end of this text that the 






stocks used for statistical purposes were 
selected before the study got down to the 
figuring stage. I chose them from among 
a wide array of corporate issues “well 
seasoned in the wood,” as one might say. 
A comparable result would ensue were 
anyone to select good stocks of equal 
prominence in public estimation, with a 


.single reservation: a list consisting wholly 


of old-line rails would not suffice because 
of the ill effect upon many dividends dur- 
ing the 1930s of depressed earnings of 
that unsettled decade. Few researchers, 
aiming at dividend return, would ignore 
the long-established industrials of the 
Stock Exchange list. 

Probably the investment thesis I, as a 
confirmed partisan of well-selected com- 
mon stocks to buy and hold on to, have 
attempted to support by statistics in this 
text has its controversial aspects. Admit- 
tedly, the program would collide with 
the methods which a great many large 
investors follow with excellent results, 
Quite likely, this study could be described 
as a way to follow lines of least resistance 
in research, presenting an archaic slant 
toward a perplexing undertaking which 
has become highly refined and precise in 
seeking out investment values. In re- 
buttal, I could only say with the late 
Alfred E. Smith, “Let’s take a look at 


the record.” 










*““Price-Earnings Ratios’’— Market Yardstick 


(Continued from page 5) 


of individual company situations. Even 
in businesses which are not of a seasonal 
nature, earnings are prone to fluctuate 
widely from one quarterly period to an- 
other. Although a groundswell of substan- 
tial over-all business tends to hold the 
combined net for all corporations at im- 
pressive levels, there are more cross cur- 
rents to the post-war prosperity than has 
been the case in most other times of good 
business. 


Preoccupied with Earnings 

Ever since the stock market turned 
downward more than a year ago investors 
have been intensely preoccupied with the 
indicated course of corporate earnings. 
Rather than relaxing their vigilance, they 
have become increasingly watchful with 
the passing of time. Accordingly in the 
sampling of recent earnings shown with 
this article, companies were purposely 
picked which had quarterly or semi-an- 
nual periods ending later than March 31 
(in most cases on April 30, otherwise on 
May 31). This was done in order to pre- 
sent the most up-to-date figures possible 
and reveal the recent state of business. 

The figures of earnings fail to disclose 
any significant weakening of the business 
structure. Of the 20 companies listed, 19 
report net profits in 1947 to date out- 


stripping the annual rate of the preced- 
ing fiscal year. United States Leather re- 
ported a profit of $1.32 a share for the 
six months ended April 30, which com- 
pares with a deficit of $1.22 a share for 
the year before. Dresser Industries scored 
a dramatic turnabout in its affairs. The 
company recorded a six-months’ net of 
$1,745,000 (after a $250,000 provision 
for contingencies) which contrasts with 
an $891,000 loss for the corresponding 
1946 period, Other companies which in 
six months earned more than in the en- 
tire preceding fiscal year are Chain Belt, 
Florsheim Shoe, Hat Corp. and West Vir- 
ginia Pulp & Paper Co. 

Despite the wide discussion in invest- 
ment house literature of the prospect for 
reduced profits among liquor companies, 
earnings figures reveal that Distillers 
Corp.-Seagrams, Ltd., earned $4.78 a 
share in the nine months ended April 30, 
which compares with $2.72 a share in the 
preceding fiscal year. 

The supposedly soft spots in the indus- 
trial picture—textiles, distillers, retail 
merchandising and motion picture con- 
cerns—have not as yet proved as vulner- 
able to a decline in earnings as many 
observers anticipated at the outset of 
1947, Adjustments have been made to 
lower prices, or to reduced output to fill 


only going consumer needs, without un- 


dergoing severe dislocations. On the other 
hand, the boom in durable and capital 


goods has not developed along expected 
New construction has fallen far - 


lines. 
short of earlier hopes; shortages of steel 
continue to plague numerous lines of ae- 
tivity, including the motor makers, 
Whereas the notion was popular several 
months ago that heavy industry would 
enjoy an improved outlook, while “soft” 
goods were due for a slackening of ae- 
tivity, any such clear-cut divergence has 
as yet failed to develop. Rather the 
courses have tended to merge, with most 
categories of business swept up in the 
inflationary cycle which has proved 
longer lasting, and more overpowering in 
nature, than most observers of economics 
were able to foresee for the second anni- 
versary of V-J Day. 


Competition Will Increase 

What does appear to lie ahead for all 
business is a period of vigorous but 
healthful competition for a volume of 
activity, which, although below the recent 
peak rate, still will allow opportunities 
for good profits for well managed and 
entrenched companies. As the analyst of 
one prominent Stock Exchange member 
firm recently put it, “At a time like this, 
too much stress cannot be given to the 
consideration of a strong financial condi- 
tion and trade position in the selection of 
individual stocks.” 





STOCK MARKET FLUCTUATIONS 
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ODAY a larger amount of new cap- 

ital must be invested before a new 
job is created than has ever been the case 
before. Along with everything else, the 
cost of providing jobs is going up. Some 
of the increase probably is to be consid- 
ered as temporary, having been brought 
about by higher costs of building con- 
struction, of plant equipment and 
machinery. The remainder is part of a 
long-term trend toward increased mecha- 
nization and more fully automatic factory 
vrocesses. 

Several companies discuss this topic 
in the reports which they have recently 
issued to their stockholders for the year 
1946. Abbott Laboratories points out that 
its investment per employe amounted to 
only $1,750 back in 1910. By 1930 it had 
grown to $6,370; in 1946 it was $7,035. 
The company comments: “The days of 
hand labor or simple machinery required 
only a small outlay of capital for each 
person employed, but the increased com- 
plexity of modern production machinery 
has added greatly to the capital invest- 
ment. Each piece of new equipment has 
added to the efficiency of production, 
saving man-hours for other work.” 

In the petroleum industry the plant in- 
vestment per employe always has been 
high. Standard Oil Company (Indiana) 
notes in its 1946 report: “A notable char- 


acteristic of the petroleum industry is the 
increasingly large investment required 
to carry on its operations. The amount 
of capital invested in our companies per 
employe—which is typical of many com- 
panies in the industry—is $22,300, or 





| Where the Jobs Come From 


produced on this page to point out that 
“it took the combined savings of five 
stockholders to provide jobs for two Ser- 
vel employes.” The company further 


stated in its report that stockholders have 
invested $3,431 in each Servel job. 


Servel, Inc., used this picture in its report for the year 1946 to illustrate the fact that “‘it 
takes the combined savings of five stockholders to provide jobs for two Servel employes” 


about four times the figure for the aver- 
age manufacturing industry.” 

Other industries than manufacturing 
likewise require sizable aggregations of 
capital. Illinois’ Bell Telephone, for ex- 
ample, reports an investment of $10,384 
in plant and equipment for each employe. 

Servel, Inc., chose a novel method of 
dramatizing the stockholder-employe re- 
lationship by using the illustration re- 


It is not uncommon to find corpora- 
tions with more “part owners” than 
workers in their employ. Many employes 
own stock in their own companies; so 
the two groups overlap considerably. But 
looking at numerical totals alone, scores 
of public utilities, as well as many of the 
country’s largest and best-known manu- 
facturers, have more stockholders than 
they have persons in their employment. 





First-Half Dividends 


(Continued from page 2) 


of expected strong pressure deriving 
from the sale of surplus factory equip- 
ment, Exports presumably entered the 
picture importantly, as well as continu- 
ing demand at home for plant equipment 
made on specifications. 

The food company roster made, per- 
haps, a less impressive showing than par- 
tisans could have expected from the pub- 
lie attention paid to price levels. In no 
other field of consumption was there 
greater criticism than in case of food ma- 
terials at retail; and, in accepted theory, 
high prices permit a larger profit margin 
than low prices. Food producing concerns, 
involved extensively in the group, were 
less engaged, however, in retailing than 
in wholesaling. The margin of profit an- 
nounced by some of the packers, for ex- 
ample, has not been materially increased 


over that of pre-war years, if at all; vol- 
ume of earnings has been bolstered by 
volume of business which has been heavy 
for several years. 

Of the 59 food companies paying divi- 
dends, 32 increased their distributions 
during the half year, and 25, or about 43 
per cent of the aggregate, continued their 
former disbursements in total . . . a show- 
ing considerably under several of the 
other groups. 


All in Group Make Payments 

All of the 10 listed rubber companies 
rewarded stockholders, as was the ex- 
perience of the same 1946 period, and 
seven of them paid out more than the year 
before. Reflected here was the enlarged 
consumption of tires in both the original 
equipment of motor cars and trucks and a 
far more active market in replacements. 
Rubber fabricators stood when the half- 
year ended in a position which might be 
labeled favorable in one important re- 


spect and unfavorable, so far as profits 
could be estimated, in another. A sharp 
decline in prices for natural rubber in the 
Far East and London during the spring 
months suggested a considerable mark- 
down in costs of important raw material. 
At the same time, however, wage ad- 
vances, stiffish prices for cotton, an up- 
turn in fuel costs, etc., stood as an offset 
to raw rubber quotations. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THe EXCHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 
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Panels emerge from the rust-proofing process 


HIS company, a pioneer in the man- 

ufacture of automatic washing ma- 
chines for home use in the United States, 
was organized in 1936. 

Two new appliances, the automatic 
dryer and the automatic ironer, have been 
developed since the war and are now 
available to the public. The corporation 
from the time of its organization up to 
the present, with the exception of the 
period when its facilities were devoted to 
military production, has been engaged in 
research and engineering in the develop- 
ment of such other home equipment as 
dishwashing machines, 
automatic furnace stokers 


dry cleaners, 
and vacuum 


cleaners. 


Assembling the tubs for Bendix washers 










The principal present product, the 
automatic washer, washes, rinses and 
damp dries clothes automatically. The 
automatic dryer is designed to dry com- 
pletely—or damp dry clothes as may 
be desired—by the use of either gas or 
electricity. Both gas and electric models 
of the automatic dryer are available. The 
automatic ironer is a greatly improved 
roll-type ironer embodying many safety 
devices and containing various new fea- 
tures. The machines are sold by the 
company to about 78 distributors who 
in turn make these products available 
to the public through approximately 
2,500 dealers. 

When the corporation reconverted its 
operations from military to peace-time 
production, it discontinued the manufac- 
ture of parts and the assembly of ma- 
chines in its own plants and contracted 
with Clyde Porcelain Steel Co., of Clyde, 
O., and with Ingersoll Steel & Dise Divi- 
sion, of the Borg-Warner Corporation of 
Chicago, to assemble the Bendix auto- 
matic washer. The corporation also con- 
tracted with the Buhl Manufacturing Co. 
of Detroit, Mich., for the fabrication and 
assembly of automatic ironers and auto- 
matic dryers. 

All parts and materials necessary for 
the manufacture and assembly of the 
washers, ironers and dryers are purchased 
directly by the corporation. These various 
parts are shipped directly to the plants 
of the assemblers under the direction and 
supervision of the corporation, The 





assemblers are paid a fee for their service 
under the contracts. Bendix Home Appli- 
ances, Inc., also purchases a few com- 
ponent parts for the washer from 
Ingersoll Steel & Disc Division of the 
Borg-Warner Corporation and for the 
dryer and ironer from the Buhl Manv- 
facturing Co. 

Sales of Bendix automatic washers in 
1946 totaled 300,000 units and in the 
first three months of this year 140,000, 
The output of ironers in the first quarter 
of 1947 was 5,000 and the production 
of dryers was 250 units. 

Capitalization consists solely of com- 





Final assembly of automatic washers 


mon stock, the shares having a_ par 
value of $0.3314. A dividend of $0.50 
per share was paid in December, 1946, 
and two dividends of $0.3714 a share 
have been paid to June 30 of this year. 

Total assets of the corporation, accord 
ing to the balance sheet as of March 31 
last were $13,482,738, of which $11,772, 
622 were current. As of the same date, 
current liabilities were $7,463,685. The 
income account for the quarter-year 
showed net sales of $17,269,393 and net 
profit after costs, interest and charges 
of $2,005,268, equal to $1.92 a share on 


the common stock. For the year 1946, 


the corporation reported net sales of 


$30,836,262 and net profit of $3,178,780. 


Dollar sales of Bendix automatic wash- 
ers in the first six months of 1947 ex- 
ceeded. by 25 per cent the $30,836,262 
total for the full year of 1946, according 
to estimates of company officials. 
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HILTON HOTELS 
CORPORATION 


2,143,235 Shares 


Common Stock, Par $5 


Ticker Symbol: HLT 











HE corporation was formed on June 
1, 1946, as a consolidation of the 
Plaza, New York City; Dayton Biltmore, 
Dayton, O.; Stevens and Palmer House, 
Chicago; Town House, Los Angeles; and 


Hilton Hotels at El Paso and Lubbock, 


Tex.; Albuquerque, N. M., and Long 
Beach, Calif., constituting the largest 


s hotel system of this country. 


Hilton Hotels Corporation also owns 
50 per cent or more of the stock of the 
Mayflower Hotel Company, Washington, 
D. C., Neil House Company, Columbus, 
0., and Palm Beach Biltmore Company, 
Palm Beach, Fla, These hotels as well as 
the Palacio Hilton in Chihuahua, Mexico, 
the Hilton Hotel, Longview, Tex., and 
the Hotel Roosevelt, New York City, are 
operated by Hilton Hotels under manage- 
ment contracts. 

The description of some of the com- 


Spany’s property is apropos; as an ex- 


ample, the Palmer House. Located at the 
intersection of State and Monroe Streets 
in Chicago’s “Loop,” the hotel is of 24 
stories, concrete and brick structure, half 


|, of which was completed in 1925 and the 
remainder in 1927, together with a six- 
| story addition erected in 1929. The build- 


) The 3,000-room Stevens Hotel in Chicago, 
one of the units in the Hilton system 








































































































ings contain approximately 2,245 guest 
rooms, nine public dining rooms and 
cafeterias, three ball rooms, 16 private 
banquet rooms, bars, lounges, an exhibi- 
tion hall, 12 kitchens and other modern 
hotel facilities covering an aggregate 
floor area of approximately 1,646,000. 
square feet. 

The company estimates that this hotel 
has about the largest gross income from 
store rentals and concessions of any 
hostelry in this country, as space in the 
basement, lobby and lower three floors is 
used for such purposes. The furniture and 
equipment of the Palmer House are owned 
by a wholly-owned subsidiary, the State- 
Monroe Equipment Corporation, and are 
used under lease. 


Los Angeles Hotel Described 


Town House, at Wilshire Boulevard and 
South Commonwealth Avenue, Los Ange- 
les, is a 13-story fireproof structure of 
reinforced concrete and steel with brick 
and stone curtain walls and was com- 
pleted in 1929, It contains 280 guest 
rooms, including 97 housekeeping suites, 
three dining rooms, etc., covering an area 
of about 196,000 square feet. 

Net income of the corporation and its 
predecessors for the full year ended De- 
cember 31, 1946, amounted to $3,578,- 
152.88, after taxes. This was equal 
after allowing for dividends on the pres- 
ent convertible preference stock to $1.99 
a share on the 1,618,377 common shares 
outstanding on December 31 last. 

For the three months ended March 31, 
1947, business volume and earnings were 
the highest for any quarter since forma- 
tion of the company. Net income totaled 
$1,406,208.80. This included a non-recur- 
ring profit from sale of the Palmer House 
garage. 


Decontrol Aids Profits 


President C. N. Hilton’s report pointed 
out that all major sources of the cor- 
poration’s profits in the first quarter 
showed improvement over the correspond- 
ing months of the previous year. Results 
were aided by decontrol of food and 
beverage prices from October, 1946, as 
well as by the removal of ceiling rates 
on transient hotel rooms effective Feb- 
ruary 15, 1947. 

Capitalization of the company consists 
of approximately $22,800,000 funded 
debt and long-term indebtedness, 229,010 
shares of 4 per cent convertible preference 
stock, 4,000,000 authorized shares of 
common. Dividend payments of 25 cents 
per share have been paid on the junior 
issue at regular quarterly intervals since 
the company was formed. 








DEEP ROCK OIL 
CORPORATION 


400,000 Shares 


Common Stock, Par $1 


Ticker Symbol: DRO 











EEP ROCK OIL CORPORATION 

has operated continuously, since in- 
corporation in 1919, in the production, 
transportation, refining and marketing of 
petroleum and its refined products; and 
in manufacturing a complete line of gaso- 
lines, naphthas, solvents, kerosenes, trac- 
tor fuels, lubricating oils, waxes, cylinder 
stocks, heating oils and fuel oils. 

Crude petroleum in excess of 8,500 
barrels per day is being currently pro- 
duced from approximately 18,000 acres 
in Arkansas, Illinois, Kansas, Oklahoma 
and Texas, and more than 200,000 acres 
of undeveloped acreage in these and sev- 
eral other states are being held under 
lease for future development. 

The owned refinery at Cushing, Okla., 
of 12,500 barrels daily capacity, includes 
a 5,000 barrel daily-capacity thermal 
cracking plant, and equipment for the 
daily production of 800 barrels of lubri- 
cating oils and waxes, Natural gas is 
used for fuel, being received through an 
owned gathering system, input to which 
consists of gas from the corporation’s 
wells together with gas and residue gas 
purchased from others. Operating con- 
trol and research laboratories are main- © 
tained to assure high quality of products, 
and to develop new products and methods, 
Manufactured products move to a wide 
market by tank-car, tank-trucks and the 
Great Lakes pipe line. 


Distributes in Midwest 


Fully owned marketing facilities, con- 
sisting of bulk terminals, bu'k stations 
and service stations, are maintained in 
Arkansas, Illinois, Indiana, lowa, Minne- 
sota, Missouri, Nebraska, North Dakota, 
South Dakota, Oklahoma and Wisconsin. 
Crude petroleum, produced and not proc- 
essed at the refinery, is sold through 
regular channels in the states where pro- 
duced. Refined products, not marketed 
through owned outlets, are sold to other 
refiners, jobbers and large consumers. 


The home office is at Tulsa, Okla., with 
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division sales offices at Chicago, Des 
Moines, Milwaukee, Minneapolis, Omaha, 
and Tulsa. Persons employed as of the 
end of 1946 numbered 1.300. The cor- 
poration has no subsidiaries. 

Sales and operating revenues for the 
year ended December 31, 1946, as re- 
ported, were $23,908,160, compared with 
$20.421.946 for the year ended December 
31, 1945. Net profits after taxes were 
$1.879.170 and $1,606,354 for these re- 
spective periods, The balance sheet of 
December 31, 1946, shows total assets of 
$20.821.300. with current assets of $9,- 
601,449 and current liabilities of $3,088.- 
920, Capital surplus, as of December 31. 
1946, was $8,025,767, with earned surplus 
of $7,190,316. Bank loans were $2,000.- 
000 as of the 1946 year-end. 


THE JAEGER MACHINE 
COMPANY 


397.842 Shares 





Common Stock, Non-Par 


Ticker Symbol: JAE 











HE Jaeger Machine Company has 
manufactured machinery for the con- 


struction industry since 1906. By apply- 


ing assembly line methods to the build- 
ing of concrete mixers, it early became 
the largest manufacturer in that business. 


Under its present management the com- 


Jaeger equipment enables a road crew to lay 


pany began broadening its lines in the 
late 1920s, being the first to develop and 


widely promote portable _ self-priming 
centrifugal pumps and_ truck-mounted 


concrete mixers of the type almost uni- 
versally used on construction work today. 
By the purchase of the Lakewood Engi- 
neering Company of Cleveland, O., in 
1928, a line of paving machinery and 
material-placing towers was added, and 
followed by builders’ hoists in 1931. 
European plants were also established 
in London, Paris, Frankfort and Sche- 
venigen, Holland. Prior to the war the 
company had become the world’s largest 
producer of concrete mixers, truck mix- 
ers, contractors’ pumps and road spread- 
ing and finishing machines. Its equipment 
was in heavy demand for construction 
and paving of war plants, military bases 
and airports, and strategic highways. 


Adds Mechanized Foundry 


Extensive plant enlargement and the 
addition of a mechanized foundry enabled 
the company to produce more than 50,000 
pumps for military requirements and also 
begin the manufacture of portable air 
compressors, which promised an attrac- 
tive post-war market. 

As a result of this expansion and the 
addition of air compressors to its line, 
the company has since been able con- 
sistently to maintain an average monthly 
production of $1,000,000, which is three 
times its pre-war capacity. Sales in 1946 
totaled $11,130,470 in spite of the five 
weeks’ shut-down during the steel strike. 
Sales of $9,000,000 were reported for 
the first half of 1947. 

A new assembly plant of 52,000 square 


300 feet of road or airport runway in an hour 








Nearly one-half of the concrete mixers in 
use in the United States, and two-thirds of 
those in Europe, were made by Jaeger 


feet is now being tooled to increase pro- 
duction in the air compressor division, 
which accounts for 30 per cent of Jaeger’s 
current volume. Its air compressors and 
pumps broaden and stabilize the com- 
market, being used by public 
utilities, industrial plants, mines, quarries, 
railroads, plumbers and others, as well 
as the construction and road_ building 
contractor and government subdivisions. 
These are the principal markets for the 
company’s other lines of concrete, plaster 
and bituminous mixers, truck mixers, 
hoists, small towers, etc. Foreign and 
domestic orders on hand July 1 totaled 
slightly more than $12,000,000. 


Has 1,000 Employes 


The Jaeger Machine Company, now 
employing 1,000 persons, has a distribut- 
ing organization made up of equipment 
dealers in 130 cities in the United States 
and Canada. These dealers sell and 
service a number of equipment lines and 
specialize particularly in gasoline and 
Diesel engine powered machinery. The 
company maintains its own regional sales 
offices in New York City, Chicago and 
Birmingham, and also district representa- 
tives serving New England, the West 
Coast and Canada, and an export divi- 
sion in New York City, which directs 
foreign sales through representatives in 
Canada, Mexico, Central and South Amer- 
ica, North and South Africa, and other 
areas. 

The company’s books as of February 
28, 1947, showed total assets amounting 


pany s 


to $7,529,083. Current assets were 
$5,671,453, of which $2,882,000 con- 


sisted of raw materials. Current liabilities 
amounted to $2,116,572. 
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SEATTLE, 


WASH. 


Analysts of market elements, like those 
vested in corporation property — plants, 


equipment, mines, railroads, etc.—pay close 


attention to such assets, but I don’t believe 
the average trader, or investor either, thinks 
a great deal about them. Earnings and 
dividends count the heaviest. I read your 
extensive discussion of assets as a “support” 
to stock prices (June issue) with interest, 
yet it did not impress me very much. Get 


| a stiff downward price trend rolling, or a 


rise with much momentum, and assets figure 
little in market sentiment. A. de M. J. 


HARTFORD, CONN. 


In view of the somewhat pessimistic view 
which a great many investors and a few 
economists have taken toward stock prices 
in recent months, it seems not amiss to re- 
mind one’s self of the large number of cor- 
have 
improved greatly since 1928. The book value 


» of same—that is, the invested money back of 


each share of stock—is far greater than 
it was then. As examples: 


Atchison, Topeka & Santa Fe: Book 
value $254 per share as of December 
31. 1928: as of the same date in 1946 it 
was $315.91. The increase of $61.91 a 
share would make the equivalent of the 
1932 bottom price of 177% about $79.75 
now. 

Borden Company: adjusted for a stock 
split and stock dividends which occurred 
during the next three years, had a book 
value of $16.85 at the end of 1928. At 
the end of 1946 book value was $48.89, 
an increase of slightly more than $32. 
Standard Oil of Indiana’s book value, 
after allowing for the subsequent large 
stock dividend, was $49.70 when 1928 
ended. compared with $72.89 at the end 
of 1946. 


Review of a group of well-seasoned 
stocks of the industrial list, all chosen at 
random among long-established issues, 
showed a general trend similar to those 
illustrated here. A few stocks of companies 





Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


showing fast growth and large earnings on 
their principal investment failed to prove 
the general rule; but, fn the aggregate, the 
combined market value of all of them at 
their lowest 1932 prices when added to the 
combined increase of book value resulted 
in a figure very close to what it would have 
been at the average price of 1935. Book 
value is only one item to be considered in 
connection with a stock’s worth, but it and 
the general improvement occurring in a 
company’s financial status are as important 
as anything. Stock “Miner” 


THE BRONX, N. Y. 


Today, when there is distrust between 
management of corporations and labor, I 
think one reason is that management does 
not present its earnings in an intelligent 
way. Say a corporation is formed with 
$1,000,000 capital, represented by 10,000 
shares. For five years earnings are fair, but 
due to various requirements they are largely 
put back into the business. Stockholders do 
not receive any dividends, but $300,000 of 
surplus added in gives the corporation an 
investment of $1,300,000. This money be- 
longs to the stockholders. The next year the 
corporation earns $52,000. When the profit 
and loss account is prepared, the corpora- 
tion, for some reason or other, seems to be 
happy to show to its stockholders that $5.20 
a share was earned. Naturally when labor 
sees that $5.20 a share was earned, they feel 
they have been mistreated, not stopping to 
think that if you take 4 per cent of $1,- 
300.000, you find that it equals $52,000. 
... Only recently, when the telephone strike 
was on, a number of my friends quoted the 
fact that the company was paying $9 a 
share in dividends. But if they knew that 
the company is paying only 3 per cent on 
invested capital, the $9 a share would not 
look so large. Per share earnings are mis- 
leading and should be done away with. Of 
course, a percentage basis would not thrill 
a management so much as per share earn- 
ings to show that they had earned so much. 


B. M. 








PERTH AMBOY, N. J. 


Some years ago, your magazine published 
a record of returns which stocks (common) 
on the Stock Exchange were making through 
their dividends, and the figures were so sur- 
prising as to be almost a sensation. This 
was probably in 1940 or °41, after the long 
dividend drought of the 1930 years. I did 
not find myself so surprised as then at 
reading your figures on present-day yields 
in the June number, but found the infor- 
mation agreeably informative. Such infor- 
mation, presented handily, is useful, an aid 
to persons who do not follow stocks from | 


day to day. S kh. 


NEW YORK CITY 

A neighbor in the advertising business 
told me a couple of days ago that some 
large clients, notably in certain textiles lines, 
who were uncertain about prospects six 
months ago, have lately started plans for an 
enlarged expenditure for advertising. An- 
other sign, this, it seems to me, that the 
general nervousness so evident during the 
winter in regard to the business outlook is 
being replaced by some degree of confi- 
dence. Perhaps the business trend is going 
to refute the much publicized forecast made 
by stock market prices of an extensive 
business readjustment in the offing. This has 
happened before, although not often accord- 
ing to records I have seen. H..H. F. 


BALTIMORE, MD. 


The stock market “public” appears to 
have turned less disconcerted features 
toward the veto of the Federal tax bill than 
might have been expected . . . much less 
than the writer did. I thought my few but 
well thought of investments would be 
marked down immediately. Instead, the 
prices held remarkably steady. If they 
should go lower pretty soon, I’d feel that 
influences besides the tax law failure to be 
enacted were at work, although personally, 
I could imagine no more depressing burden 
on confidence. L. E. 
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ever Hurts to Take 


Who would buy a horse without 


looking it over first? 

‘In the ownership of any form of 
property — livestock, land, ma- 
chinery, securities—a certain de- 
gree of risk is always present. But 
the wise buyer knows that he can 
avoid unnecessary risk by taking 
a good look—by getting all the 
facts before he buys. 

Over the years, the New York 
Stock Exchange has fostered the 


principle of informed investment. 


It urges, “Get the facts before 
making any investment decision.” 
In this market place, where the 
day-to-day quotations reflect the 


opinions of millions of investors, 


New YORK 
STOCK EXCHANGE 


a 1,00 


facts are the first and only reliab 


ingredient of good judgment. 


On the farm...in the city... t 


any market place... it always pay 


to take a look. A good long look 


FACTS ABOUT SECURITIES 
CAN BE HAD 
Before any company can have its securi- 
ties listed on this Exchange, it must first 
agree to disclose, regularly, facts about its 
operation which are helpful to a sound in- 
vestment decision. This is a fundamental 
Exchange policy. Get these facts and use 
them—never rely on mere tips and rumors 
when using the facilities of this market. 
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